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PREVIOUS PUBLICATIONS BY THE SUBCOMMITTEE ON STUDY OF 
MONOPOLY POWER AND THE ANTITRUST SUBCOMMITTEE 


(81st Cong., Ist sess.) 


Serra 14, Part 1, hearings of July 11, 13, 15, 18, 20, 22, 25, 27, and 29, and 
August 1, 3, 5, and 24, 1949—general hearings on monopoly problems includ- 
ing report by the Federal Trade Commission on concentration of productive 
facilities and a summary of existing antitrust laws. 

SERIAL 14, Parr 2 (A and B), two volumes of hearings containing testimony of 
October 25, 26, 27, November 2, 3, 9, 10, 15, 16, 17, 21, 22, 25, 28, 29, 30, and 
December 1, 1949, as well as a special report based on the Census of Manu- 
facturers, 1947; a report of the Securities and Exchange Commission on the 
Public Utility Holding Company Act; and selected investment data on 100 
largest life-insurance companies. 


(Sist Cong., 2d sess.) 


Serra 14, Parr 3, hearings of February 1, 8, 15, 23, 24, and March 1, 1950, on 
a bill to increase the criminal penalties of the antitrust laws; a bill to pro- 
vide for periodic reports by the Attorney General on consent decrees in anti- 
trust cases; and a proposed bill to amend the Webb-Pomerene Act, including 
a report by the Justice Department on strengthening the remedies in the 
antitrust laws and the decision in the case of United States v. U. S. Alkali 
Export Association (86 F. Supp. 59 (1949) ). 

Serra 14, Part 4 (A and B), two volumes of material resulting from the sub- 
committee’s investigation of steel. Volume A contains testimony of April 17, 
18, 19, 20, 21, 24, 25, 26, 27, 28, and May 3, 5, 9, and 11, 1950, at which 
dates representatives of Government, the steel industry, and other interested 
persons presented various views on the iron and steel industry. Volume B 
contains exhibits introduced during the hearings. 

SerraL 14, Parr 5, containing the hearings of May 8 and 10, 1950, on a bill 
designed to provide a uniform statute of limitations for private triple-damage 
actions and to allow the United States Government to sue as a private suitor 
for damages suffered by reason of violations of the antitrust laws. 

Serrar 14, Part 6 (A and B), two volumes of material resulting from the sub- 
committee’s investigation of newsprint. Volume A contains testimony of June 
19, 20, 21, 22, 23, 27, 28, 29, 30, and July 10, 11, 13, 18, 19, and 20, 1950, at which 
dates representatives of Government, the newsprint industry, and other inter- 
ested persons presented various views on the newsprint industry. Volume B 
contains exhibits introduced during the hearings. 


(82d Cong., 1st sess.) 


SERIAL 1, Parr 1, hearings of January 22, 23, 25, 26, 29, 30, February 1, 2, 5, 7, 
and 9, 1951, on aluminum, at which dates representatives of Government, the 
aluminum industry, and other interested persons testified. 

SERIAL 1, Parr 2, containing testimony of the Federal Trade Commission in two 
reports: The Divergence Between Plant and Company Concentration, 1947 
(presented December 12, 1950, 81st Cong., 2d sess.) ; Interlocking Directorates 
(presented March 7 and 8, 1951). 

SerrAu 1, Part 3, hearings of April 9, 11, 13, May 3, and June 7, 1951, on H. R. 
3408, to amend the Clayton Act by granting a right of action to the United 
States to recover damages under the antitrust laws, establishing a uniform 
statute of limitations, and for other purposes. 

SeriAt 1, Parr 4, hearings of May 21, 28, 25, and June 11, 12, 18, 19, 20, 25, 28, 29, 
July 16, 17, and 26, 1951, on the mobilization program, at which dates repre- 
sentatives of Government departments, Congress, and industry testified. 

Serta 1, Part 5, hearings of July 11, 12, 13, and September 13 and 14, 1951, 
on H. R. 2820, to clarify the right of sellers to engage in competition by 
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in good faith meeting the equally low price of a competitor, and S. 719, to 
establish beyond doubt that, under the Robinson-Patman Act, it is a complete 
defense to a charge of price discrimination for the seller to show that its price 
differential has been made in good faith to meet the equally low price of a 
competitor. (House Report No. 2438.) 

SerRIAL 1, Part 6, hearings of July 30, 31, August 1, 3, 6, 7, 8. 10, and October 15, 
16, 17, 18, 19, 22, 23, 24, 1951, on the subcommittee’s investigation of organized 
baseball. (House Report No. 2002.) 

SeRIAL 12, containing the hearings of February 13, 14, 15, 18, 20, 21, 22, 25, and 
27, 1952, on H. R. 4865, H. R. 4592, H. R. 4662, and H. R. 6367 | H. R. 6925] 
on the subject of resale price maintenance [Fair Trade Act]. (House Report 
No. 1516.) 

B. Reports 


Tue TroN AND Steer INpustry, Committee print, Eighty-first Congress, second 
session (1950), containing a report of the subcommittee’s investig..tion of the 
steel industry. 

ALUMINUM, House Report No. 255, EKighty-second Congress, first session (1951), 
containing a report of the subcommittee’s investigation of the aluminum pro- 
gram for defense. é 

NEWSPRINT, House Report No. 505, part 1, Eighty-second Congress, first session 
(1951), containing a report on practices in the newsprint industry. 

THe Mositnizarion PRoGRAM, committee print, Eighty-second Congress, first ses- 
sion (1951), interim report of the subcommittee containing its study of the 
allocation of steel to certain locomotive builders. 

THe MosiLizaATion Program, House Report No. 1217, Eighty-second Congress, 
first session (1951), containing a report of aspects of the mobilization program 
affecting competition. 

Pup, House Report No. 505, part 2, Eighty-second Congress, second session. 

NEWSPRINT Price Rist, House Report No. 505, part 5, Eighty-second Congress, 
second session. 

BANK MERGERS AND CONCENTRATION OF BANKING FACILITIES, committee print, 
Eighty-second Congress, second session. 

Srupy oF NEWSPRINT EXPANSION, a progress report of the Department of Com- 
merce to Subcommittee No, 5 of the Committee on the Judiciary, House of 
Representatives, Committee print, Eighty-second Congress, second session. 
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THURSDAY, OCTOBER 2, 1952 


House or REPRESENTATIVES, 
SuscomMMiTree No, 5, ANTITRUST SUBCOMMITTEE 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2 p.m., in room 346, Old 
House Office Building, Hon. Emanuel Celler (chairman) presiding. 

Present : Representatives Celler (chairman), Willis, and Reed. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; Jerrold L. Walden, assistant counsel, John F’. Woog, assistant 
counsel; and Eileen R. Browne, clerk. 

The Cuatrman. The subcommittee will come to order. 

The Chair would like to read a statement. 

Today we are to hear a report on certain revolutionary develop- 
ments in the field of newsprint which may have repercussions through- 
out the world. The significance of this report which you will shortly 
hear is heightened by the fact that it concerns newsprint which is in 
reality the very basic foundation of our concepts of free speech, free 
thought, and free press. 

It is therefore not ordinary technological innovation that we deal 
with here today, but rather with advances which will deeply affect our 
constitutional liberties at home and the liberties of those abroad. I 
cannot too strongly emphasize the importance of newsprint to the 
democratic way of life throughout the world. Our battle at this very 
instant is principally an ideological struggle to determine whether the 
tenets of democracy or the tenets of tyranny will prevail. We are 
devoting all of our energies toward winning this struggle by means of 
democratic ideas rather than with force of arms. To do this success- 
fully we must convey the principles of democracy to the very corners 
of the earth. 

Thus the paramount importance of newsprint in a democratic world 
becomes clear. There must be abundant media for the dissemination 
of ideas and the transmission of democratic principles. The press 
must be free and independent and likewise must be strong in numbers 
in order to perform this vital function. Accordingly, it is necessary 
that newsprint at a reasonable cost be readily available in plentiful 
supply on a world-wide basis. 

It is no answer that the shortage of newsprint which has persisted 
for more than a decade, has been temporarily alleviated because small 
amounts of tonnage at times lie stocked in warehouses. It is no an- 
swer that, for an occasional month or two, mills have not operated at 
100 percent of capacity. It is no answer that demand has been equated 
with supply by the expedient of constantly rising prices. The solu- 
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tion lies, as this subcommittee indicated more than a year ago, in 
increasing domestic as well as world-wide production of newsprint so 
that it may flow without interruption and at nonprohibitive prices 
to the papers of the free world. 

The report which will be presented this afternoon had its inception 
at an executive session of this subcommittee on May 27, 1952, which I 
summoned when Canadian newsprint manufacturers arbitrarily raised 
their newsprint prices $10 a ton. Succeeding events have borne out the 
wisdom of this action. In July of this year Crown-Zellerbach, Inc., 
summarily raised its price of newsprint to $126 a ton. In August, 
InJand Empire Paper Co. similarly increased its price to $126 a ton. 
As of yesterday newsprint sold by Southland Paper Mills cost $6 a 
ton more, and that sold by St. Croix Paper Co. cost $5 a ton more. 
The newsprint sold by other American manufacturers has also risen 
in price. 

t is true that there has been additional newsprint expansion within 
recent years which has mitigated, to some degree, the serious news- 
print shortage. But it is interesting to note that the entire output of 
the new mill being erected by Bowater Paper Co. in east Tennessee, 
which is not expected to be in operation until 1954, has already been 
sold out for the next 15 years. The output of the new Elk Falls mill, 
it is reported, has also been eagerly preempted by apy wy tes ald 

a for years ahead. According to the figures of the Canadian 

ulp and Paper Association, exports of newsprint from Canada have 
risen some 200 percent since 1939, and present newsprint supplies still 
run far behind demand. The association expects that in the future the 
newsprint shortage will increase rather than decrease “from year to 
year. 

The importance of increasing our present production of newsprint 
is therefore plain. An atmosphere deetackathaed by recurring news- 
print shortages on one hand and constantly rising prices on the other 
is not conducive to the thriving of a free and independent press either 
in the United States or aoa Due in part to norenned newsprint 
costs and newsprint shortages in the past 20 years, some 749 daily news- 
papers in the tnited States have ceased publication, and today more 
than 80 percent of all cities having local daily publications have only 
a single newspaper serving their citizens. Newsprint shortages and 
skyrocketing newsprint prices cannot help but entail the liquidation 
of smal] dailies and publications of civil groups, labor unions, reli- 
gious organizations, veterans’ organizations, cooperatives, and others. 
In this context the constitutional guaranty of a free press for all dis- 
senting groups, minorities, and those of diverse opinions may become 
sharply suppressed or curtailed. 

It is for the reasons I have discussed above that I feel that the work 
undertaken by the Department of Commerce in accordance with the 
request of this subcommittee to test new methods and processes and to 
broaden the sources of raw materials needed to expand the newsprint 
industry constitutes a substantial contribution to the Nation as a 
whole. Mr. H. B. McCoy, Director of the Office of Industry and Com- 
merce and Deputy Administrator of the National Production Author- 
ity, who agreed to undertake this program on behalf of the Depart- 
ment and under whose aegis this comprehensive investigation has been 
carried on, is to be commended for his vision and constructive ap- 
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proach to the newsprint problem. We are all pleased to congratulate 
the Department warmly for rendering a fine public service. 

Mr. McCoy has been fortunate in having available as his staff chief 
an outstanding member of his department, Mr. Jesse J. Friedman, 
whose capable direction of this program has contributed very largely 
to its suecess. Mr. Friedman’s staff engaged on this project, of which 
special mention should be made of Dr. John R. Skeen, has given self- 
lessly of its time and energies in pursuing the work to a successful 
conclusion and has displayed remarkable ingenuity and resourceful- 
ness in overcoming the innumerable obstacles in the course of these 
investigations. The staff of the Paper Section of the Department’s 
National Bureau of Standards, which conducted the trials for making 
newsprint from bagasse, has performed unusually able service 
throughout the course of this project which is consonant with the 
high scientific reputation of that institution. 

I understand that the cooperation of a number of other Govern- 
ment agencies, including the Department of Agriculture, the Mutual 
Security Administration, the Government Printing Office, and the 
National Production Authority, to name but a few, has been unusually 
helpful and of the highest order. 

I sincerely believe that this entire program represents a sterling 
example of what can be accomplished when the legislative and the 
executive branches of the Government cooperate and work together 
for the mutual advantage of the Nation. It also demonstrates that 
the Government, far from interfering with the operations of free 
enterprise, can take positive and affirmative steps to encourage com- 
petition, advance technological developments, unblock the paths of 
private investment, and lessen the impact of artificial restrictions and 
restraints. 

We have with us two officials of the Department of Commerce whom 
I have named in my opening statement. They are Mr. Horace B. 
McCoy, Deputy Administrator, National Production Authority and 
Director, Office of Industry and Commerce, together with Mr. Jesse 
Friedman of the economic review staff in the Office of the Director, 
Office of Industry and Commerce. 

Gentlemen, we shall be happy to hear from you in whatever order 
you care to have each of you proceed. 


STATEMENT OF HORACE B. McCOY, DEPUTY ADMINISTRATOR, 
NATIONAL PRODUCTION AUTHORITY, AND DIRECTOR, OFFICE 
OF INDUSTRY AND COMMERCE; ACCOMPANIED BY JESSE FRIED- 
MAN, OF THE ECONOMIC REVIEW STAFF, OFFICE OF THE 
DIRECTOR, OFFICE OF INDUSTRY AND COMMERCE; A. G. NAT- 
WICK, DIRECTOR, PULP PAPERBOARD DIVISION, NATIONAL PRO- 
DUCTION AUTHORITY; AND LYALL TRACY, DEPUTY ASSISTANT 
ADMINISTRATOR, CHEMICAL RUBBER AND FORESTS BUREAU, 
NATIONAL PRODUCTION AUTHORITY; AND DR. JOHN R. SKEEN, 
NATIONAL BUREAU OF STANDARDS 


Mr. McCoy. Thank you, Mr. Chairman, especially for those kind 
words in your opening remarks. I have here a letter addressed to 
you by the Secretary of Commerce under date of October 1, 1952, 
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which he asked me to bring here, read and deliver to you, and with 
your permission I shall read it as the opening remark. 

The CuarrMan. Very well. 

Mr. McCoy (reading) : 


My Dear Mr. CHarrMan: You will be thrilled as I am by the progress report 
being made to you by the Department of Commerce as a result of your com- 
mittee’s request on May 27, 1952, that the Department of Commerce undertake 
to explore the factors impeding the expansion of newsprint production in the 
United States and the investigation of the possibilities of utilizing new raw 
materials and technologies in the manufacture of newsprint. 

First, may I congratulate you upon taking the initiative in this important 
matter and then point with pride to the things which have been accomplished 
by my Department. 

It has been clearly demonstrated that we can manufacture from whole 
bagasse—sugarcane wastes—a paper satisfactory in all important respects and 
superior in some to newsprint now currently in use. It is also indicated that 
the total costs of manufacturing newsprint from bagasse are at leust as low 
and in my opinion probably will eventually be much lower—than production 
costs of newsprint now used. It is also clear that bagasse could be used economi- 
cally as a blend with other pulp in the manufacture of standard newsprint 
and, because of its superior strength and other characteristics, may be suitable 
for the production of higher grade paper. 

The trial tests in this research were conducted by the National Bureau of 
Standards of the Department of Commerce. The resultant products were 
subjected to every known test for comparison with standard newsprint. The 
tests of the National Bureau of Standards were supplemented by other work. 
The Government Printing Office made thorough printing tests and ran 100 copies 
of a sample issue of the Congressional Record on the new paper. A special panel 
of newsprint executives of leading newspapers gave personal judgments upon 
the acceptability of the samples. There seems to be no question of the superiority 
of the new paper. 

I do not wish to indicate that the Department of Commerce alone is entitled 
to credit. Assistance and advice came also from the Department of Agriculture, 
the Mutual Security Agency, and the Government Printing Office; and officials 
from the pulp and paper industry serving with the Department’s National 
Production Authority have given us the benefit of their experience. 

It is interesting to note that our program of research is not concluded. A 
Commerce-sponsored mission in Europe has been investigating the use of hard- 
woods as newsprint raw material and the Department of Commerce is studying 
developments in the use of deinked waste paper and other fibrous materials. 
That will be discussed in forthcoming reports. 

You are well aware and many members of the public are also well aware of the 
problems faced by American newspapers in connection with newsprint. A goal 
of 494,000 tons of additional capacity was set on January 1, 1951. Capacity 
expansion to date has fallen about one-fourth short of that objective. 

We are also faced with continuing shortages of suitable timber. The supply 
of bagasse is ample to take care of all our increased newsprint needs. Louisiana 
and Florida are substantial sugarcane producers. Great quantities are available 
in Hawaii and Puerto Rico and even greater quantities in Cuba and the rest of 
the Caribbean area. World production of bagasse is about 25 million tons a 
year, of which the United States and its Territories and Central America account 
for one-half. If only part of this supply is available for newsprint, potentialities 
are impressive. 

I should like now, Mr. Chairman, to read my letter of transmittal 
to you, dated October 2, 1952: 


My Dear Mr. Cecter: On May 27, 1952, the Antitrust Subcommittee of the 
Committee on the Judiciary requested that the Department of Commerce under- 
take a five-point program which would determine ways and means of developing 
additional domestic production of newsprint. This program contemplated dis- 
cussions with present and potential producers of newsprint as well as with 
consumers of newsprint, the study of new processes and tecliniques for newsprint 
manufacture, and the coordination of Government activities directed toward 
expansion of newsprint in the United States. 
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Pursuant to the direction of the subcommittee, I herewith take pleasure in 
transmitting to you the first progress report of the Department of Commerce 
describing the measures which have been taken to comply with the subcommittee’s 
aforementioned request. 

In presenting this report to the subcommittee, the Department of Commerce 
wishes to acknowledge its deep appreciation for the effective aid and cooperation 
received from various other Government agencies, particularly the Department 
of Agriculture, the Mutual Security Administration, and the Government Print- 
ing Office. 

Grateful acknowledgment is also made to the American Sugar Cane League, 
the Sugar Cane Institute, the Hawaiian Sugar Planters Association, the Asso- 
ciation of Sugar Producers of Puerto Rico, and the United States Cuban Sugar 
Council for conducting special studies requested by the Department or furnish- 
ing other specific information as required. The technologists and inventors 
holding proprietary processes for making newsprint from bagasse, who par- 
ticipated in the trials at the National Bureau of Standards under conditions 
specified by the Department of Commerce, deserve warm praise for their willing- 
ness to submit their processes to objective test and appraisal. The Paper Section 
of the Department’s National Bureau of Standards which conducted these tests 
rendered a valuable and capable service in the best traditions of that fine organi- 
zation, The Herty Laboratory, Savannah, Ga., provided willing assistance on 
an number of occasions. 

Special thanks are due to the newsprint producers and newspaper publishers 
who came to Washington to participate in special industry conferences called 
to discuss matters presented in this report. Particular appreciation is expressed 
to the newsprint executives of newspaper publishing organizations who partici- 
pated in a unique panel sponsored by the Department of Commerce in order to 
obtain their unbiased judgment as to the acceptability of bagasse newsprint for 
newspaper use, 

The following Government officials gave freely of their time and counsel in 
serving on an interagency advisory group to the Department of Commerce as 
need arose: Carl Speh and Walter Scott of the Bureau of Agricultural and In- 
dustrial Chemistry; G. A. Trayer, H. R. Josephson, and R. M. Wirka of the 
Forest Service; J. E. Atchison and P. A. Forni of the Mutual Security Adminis- 
tration; Rt. B. Hobbs of the National Bureau of Standards; J. Kanegis, Office 
of Technical Services. 

In the Department of Commerce, this program has been under the direction of 
Mr. Jesse J. Friedman, assisted by Dr. John R. Skeen. 


And may I underline the comments made by the chairman with 
respect to the contribution made by Mr. Friedman and Dr. Skeen. 
Without them I do not believe we would have been able to have carried 
on this project in the way it has been. 

I would now like, Mr. Chairman, to read an introduction and sum- 
mary which summarizes what we have included in this report : 


At an executive session of the Antitrust Subcommittee of the House Judiciary 
Committee, held on May 27, 1952, the Department of Commerce agreed to under- 
take a five-point program calling for exploration of the factors impeding the 
expansion of newsprint production in the United States, and investigation of 
the potentialities of utilizing new raw materials and technologies in the manu- 
facture of newsprint. 

The full program as set forth in the report of this subcommittee, entitled 
“Newsprint Price Rise,” House Report 505, part 3, is as follows: 

1, That since the present expansion goal has not been met to date the Depart- 
ment of Commerce will, on behalf of the Government, explore the obstacles which 
have thus far militated against additional newsprint expansion in the United 
States. 

2. The Department will consult with present producers in the field as well 
as with potential producers, including producers seeking to enter newsprint 
production via new techniques and processes such as bagasse, hardwoods, and 
so forth, with a view to obtaining new newsprint facilities which will fulfill our 
expansion goals. 

3. In order to obtain accurate scientific and technological data upon which to 
appraise the value of new techniques and processes, the Department will obtain 
the cooperation of the Bureau of Standards and other appropriate laboratories 
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to make definitive tests which may then provide a sound basis for future policy 
decisions regarding these technical innovations. 

4. The Department of Commerce will, at the same time, discuss with pub- 
lishers and representatives of publishers’ groups to obtain and coordinate what- 
ever aid and assistance the latter are able to proffer in expanding domestic news- 
print production. 

5. The Department of Commerce will likewise confer and coordinate its 
efforts with the activities of other Government agencies which may be concerned 
with the various aspects of obtaining new production such as financing, priori- 
ties, amortization, and so forth. 

The purpose of 1e present report is to inform the subcommittee as to the 
progress of the work undertaken pursuant to the above program, to summarize 
the significance of the results to date, and to indicate the lines along which fur- 
ther inquiry. appears to be needed. 

During this initial period our activity has been divided into three main parts: 

A, Consulting with private industry and Governiment agencies to determine 
the extent of expansion of newsprint production already planned or under way 
in the United States, and obtaining the viewpoints of private industry and Gov- 
ernment agencies as to the obstacles impeding further expansion at this time. 

B. Surveying the status of research, development, and technology in the 
United States and abroad as to the utilization of raw materials—including sugar- 
cane bagasse, hardwoods, and waste paper—not now used to a significant extent 
in the manufacture of newsprint. 

C. Conducting an independent investigation as to the feasibility of making 
satisfactory newsprint from sugarcane bagasse on a pilot scale by already exist- 
ing processes, and studying the economic considerations affecting the use of 
bagasse as a raw material for newsprint production. 

The following specific activities are indicative of our general approach in 
carrying out the initial phase of the program: 

1. Formed an interagency advisory group under the sponsorship of the Depart- 
ment of Commerce to coordinate views and studies of the executive branch in 
connection With expansion of newsprint production. 

2. Convened, under the auspices of the National Production Authority, two 
industry meetings: (a) An industry advisory conference of all existing newsprint 
producers in the United States, plus three prospective producers; and (b) a 
special meeting of the Newspaper Industry Advisory Committee consisting of 
representative newspaper publishers in the United States. 

The purpose of both of these meetings was to obtain the views and judgments 
of private industry with respect to factors affecting expansion of newsprint 
production. 

3. Conducted trials at the pilot paper mill of the National Bureau of Standards 
of the Department of Commerce, involving (a) the manufacture of newsprint 
from bagasse on a pilot scale by various processes, and (b) exhaustive physical 
testing of such newsprint in comparison with standard newsprint. 

4. Arranged for and completed the performance of tests by the United States 
Government Printing Office, for evaluating the printability of newsprint papers 
manufactured from bagasse in comparison with the printing quality of standard 
newsprint. Also arranged for printing a sample issue of the Congressional 
Record on newsprint made from bagasse. 


The Cuarrman. Have you examples of the Congressional Record 
made from this newsprint ? 

Mr. McCoy. Yes; they may be distributed. 

The Cuatrman. We should like to see them. 

Mr. McCoy. We have them here. [Reading :] 


5. Convened a special panel of newsprint executives of leading newspapers to 
judge and evaluate the acceptability of newsprint samples made from bagasse 
in comparison with various samples of standard newsprint. 

6. Arranged for and obtained special area studies as to supply availabilities 
and price considerations for bagasse originating in the United States, Hawaii, 
and Cuba. 

7. Arranged for and obtained special economic and technical studies by the 
Forest Service concerning (a) availability of timber supplies for expanded 
production of newsprint, and (b) possibilities of utilizing hardwoods and waste 
paper in the manufacture of newsprint. 
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8. Organized and dispatched a special Mutual Security Agency-Department of 
Commerce mission to study at first hand European developments in utilizing 
hardwoods in the manufacture of newsprint, with particular emphasis upon the 
technology and economics of the newsprint industry in Italy, where most of the 
timber going into newsprint consists of hardwoods. 

9. Conferred with prospective producers actively interested in using hardwoods 
and waste paper for newsprint manufacture in the United States. 

10. Compiled and reviewed data concerning availability of timber in Alaska 
for newsprint production and studied economic conditions and Government 
policies affecting feasibility of such production. 


SUMMARY OF RESULTS 


The principal findings and conclusions suggested by our efforts to date may 
be summarized as follows: 
The views of private industry 

1. Expansions of capacity undertaken by the domestic newsprint industry since 
mid-1950 totaled 375,000 tons and involved a total investment of about $110 
million. All expansion projects have been granted accelerated amortization at 
the rate of about 45 percent. The expansion undertaken to date falls about 
one-fourth short of the defense expansion goal established by the Government. 
No further expansion projects to fill this goal have been submitted by news- 
print producers. 

2. The reluctance of newsprint producers to undertake further expansion at 
this time is attributable to (a@) inadequacy of available supplies of softwood 
timber—the principal raw material now used for newsprint—to permit substan- 
tial expansion of newsprint production in the United States, and conservatism as 
to the feasibility of utilizing alternative raw materials; (6) high investment 
costs for the acquisition of necessary timberlands and construction of new 
mills and the competitive disadvantage of new ventures in comparison with 
existing facilities built at lower costs; (¢c) higher profiitability of other grades 
of paper in relation to newsprint, resulting in a diversion of available capital 
and raw materials away from newsprint to such other grades. 

3. Some newsprint producers are of the opinion that available supplies of 
softwoods could be substantially increased and newsprint production thereby 
expanded by modifying Government policies which now prohibit the cutting of 
timber in the Olympic National Forest in the State of Washington and the im- 
portation of logs cut from the Tongass National Forest in Alaska. Present reg- 
ulations require that the first processing of logs cut from the Tongass Forest 
must be performed in Alaska. The Newspaper Industry Advisory Committee of 
the National Production Authority has recommended that a study be made of 
the possibility of utilizing such sources of timber for the production of forest 
products, including newsprint, under proper restrictive safeguards which would 
assure the perpetuation of the natural resources. 

4. Newspaper publishers have investment participation in a number of existing 
newsprint mills in the United States, including the two large newsprint mills 
in the South. The Newspaper Industry Advisory Committee of the National 
Production Authority, which is made up of representative large and small 
newspapers from all sections of the United States, is of the opinion that news- 
paper publishers would provide reasonable amounts of equity capital to start 
new mills. While capital investments in other paper products are said to provide 
a better financial return than newsprint, the committee generally believes that 
publishers would invest in newsprint mills if the raw material for newsprint 
production were available. " 

5. The Newspaper Industry Advisory Committee is of the view that all of the 
output of the expanded capacity which is under way will be absorbed in the 
market regardless of newsprint conservation programs, rising prices, or any 
other considerations. Committee members urge that the expansion goal be 
enlarged when and if specific applications are filed in excess of the present goal, 
and that no person who wishes to enter the newsprint-production field be 
deterred from doing so because of the fact that the planned goal has been reached. 

6. While the newsprint industry generally opposes Government financial 
assistance in the form of subsidies, several producers are of the opinion that the 
privilege of applying for Reconstruction Finance Corporation loans or rapid tax- 
amortization certification should continue to be available to those companies 
which wish to exercise it. 
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Utilization of bagasse for newsprint production 

1; On a pilot scale, using equipment which is standard to the art, it is techno- 
logically feasible to manufacture from whole bagasse a paper which is satisfactory 
in all significant respects, and superior in some, for use as newsprint. 

2. On a pilot scale, total costs of manufacturing newsprint from whole bagasse, 
including raw material costs, are in line with production costs for standard 
newsprint. 

3. Of the various newsprints manufactured from bagasse on a pilot scale by 
the National Pureau of Standards during these trials, the best results were 
obtained by using the De La Roza process. Other processes also show poten- 
tialities for successful development. 

4. Bagasse could also be used economically as a source of chemical pulp, or as 
2 blend with other pulps, in the manufacture of high-quality newsprint. 

5. Because of the superior strength and other characteristics of the fiber 
compared to ground-wood fiber, bagasse is also suitable for the production of 
other types of paper, particularly higher-grade papers, perhaps most economically 
in combination with the manufacture of newsprint. 

6. The above conclusions are necessarily based upon experience on a_ pilot 
scale. Certain technical details which cannot be adequately determined on such 
2a scale must be subjected to commercial conditions before it can be determined 
with finality that these conclusions apply equally to Ccomimercial-seale operation. 
Two matters requiring conclusive demonstration in order to eliminate any uncer- 
tainty as to economic practicability are (1) the maximum speed at which news- 
print from bagasse can be made on a standard paper maccine, and (2) the 
maximum speed at which such newsprint can be printed on a typical news- 
paper press. 

7. It is technically and economically feasible to store bagasse for indefinite 
periods of time. The sugarcane-grinding season is about 24 months in Louisiana 
2nd about 6 months in Florida and Vuerto Rico. Year-round availability in 
these areas presents no difficulty. When properly baled, treated, and stacked, 
bagasse can be kept for several years without significant loss. In Hawaii the 
cane-grinding season extends throughout most of the year, thus requiring little 
or no storage for the bagasse produced. 

8. Almost 1 ton of newsprint can be made from 2 tons of bagasse. While 
the United States is not a major sugarcane producer, ample quantities of 
bagasse are annually available in Louisiana and Florida to support at least two 
newsprint mills of economic sive utilizing bagasse as a raw material. Even 
greater quantities of bagasse are available in Hawaii and Puerto Rico, which 
tegether produce about three to four times as much sugarcane us the United 
States. Still greater supplies are available in Cuba, which alone produces two 
to. three times as much as the United States and its Territories combined. On 
a world-wide basis about 25,000,000 tons of bagasse are produced annually, with 
the United States and its Territories and Central America accounting for 
roughly one-half of the world total. Utilization of this tremendous potential 
supply depends upon economic conditions in each locality. 


Summary of further investigations that appear to be required 

In order to further the program undertaken by the Department of Commerce 
pursuant to the inquiry of this subcommittee, the following additional investi- 
cations are necessary : 

1. Bagasse.—(a) The feasibility of forming bagasse newsprint on a standard 
paper machine at commercial speeds and of printing such newsprint on a standard 
newspaper press at economic press speeds should be determined by actual test 
runs on such equipment. 

(vb) The economic factors affetting availability of bagasse in the United States 
and its Territories for newsprint production should be more thoroughly studied 
to determine possible economies in raw-material costs, including treatment, 
storage, baling, and transportation costs, 

(c) Further study is also required, both from the standpoint of potential news- 
print expansion and the economics of the areas affected, in order to determine 
the economic practicability of drawing upon bagasse supplies in Cuba and other 
nearby sugar-preducing areas, and the full significance of bagasse availability 
in majer sugar-producing countries of South America and the Far East for 
paper manufacture, including newsprint. 

2. Hardwoods.—Technological developments concerning the utilization of 
hardwoods in the manufacture of newsprint offer considerable promise. Com- 
mercial application of these developments is not as far advanced in the United 
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States as it is in some other countries. The technical and economic feasibility 
of extending hardwood utilization on a large scale as a means of expansion of 
newsprint production in the United States should be thoroughly investigated. 

3. Waste paper and other materials.—Considerable developmental work in the 
use of de-inked waste newspapers and other fibrous materials in the manufacture 
of newsprint is in progress. The technical and economic feasibility of substan- 
tially enlarging raw-material supplies for newsprint production by this approach 
should be ascertained. 

4, Alaska—The possibility of utilizing the vast timber supplies available in 
Alaska for expansion of newsprint production, without impairing either prudent 
resource policy or the sound economic development of the Territory, should be 
determined. 

5. Olympic National Park.—The factors impeding access to the timberlands 
in the Olympic National Park should be carefully explored to determine the 
possibility of developing a program of sound logging operations which would not 
endanger national-park policy and recreation objectives. 

That concludes, Mr. Chairman, the summary and conclusions. ‘The 
balance of the report, part 2, deals with the requirements for expansion 
of newsprint production; part 3, factors affecting expansion; part 4, 
the availability of timber for newsprint; and part 5 deals with bagasse 
as a raw material for newsprint, and then an appendix which includes 
much of the detailed materials with which the study was conducted 
and from which we have drawn a great deal of the source of the infor- 
mation presented, 

I believe that you have invited members of other agencies here who 
helped us in this report, and we a:e now prepared to answer questions 
about any part of the report that the committee may wish to pursue, 

The Cuairman. With reference to Puerto Rico, do not the Puerto 
Ricans use a considerable amount of bagasse for fuel in order to 
refine sugar, in the absence of other fuels / 

Mr. McCoy. I believe it is the general practice. 

The Cuarrman. Would there be enough bagasse left after the use 
of a large quantity in Puerto Rico, say, for fuel ¢ 

Mr. McCoy. Mr. Chairman, I believe that is a matter of economics. 
Most of the bagasse is now used as a fuel; some goes into other prod- 
ucts. If there were other economic uses for the bagasse now used as 
a fuel, the sugar mills would use other sources of energy for fuel. I 
think it is largely a question of relative costs. 

Mr. Wituts. May I say that in Louisiana bagasse is used for fuel 
together with some natural gas. The formula for conversion from 
bagasse to natural gas, which we are large suppliers of in Louisiana, 
is part of the economics of the problem. It is the opinion of those 
who have investigated this problem that the conversion from bagasse 
to natural gas would still leave more from which it is hoped to get a 
profit and develop this huge source for newsprint. 

Phe CHarrman. On page 5 of the report you say that it takes 2 
tons of bagasse to make 1 ton of newsprint and that on a world-wide 
basis there are about 25,000,000 tons of bagasse produced annually. 

Am I correctly or incorrectly inferring from that that there is a 
world-wide potential for the production of some 12,000,000 tons of 
newsprint from bagasse’ Is that a fair conclusion ? 

Mr. McCoy. On the statistics alone it would be. I am not sure 
that in practice you could depend upon the complete availability 
of that amount of bagasse, either in the quantity indicated or on an 
economic basis. Maybe Mr. Friedman could supplement that. 
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Mr. FriepMan. In some areas the cost of replacing the bagasse with 
other fuel would undoubtedly rule out its use as a raw material for 
newsprint. 

The CuHarrman. There is the potentiality of 12,000,000 tons less 
what may have to be deducted where some of the bagasse is used for 
some other purpose ¢ 

Mr. Friepman. That is right. The potentiality is great. That is 
the only way to describe it adequately. 

The CuHarman. It is all the more striking when we figure that there 
is approximately 10,500,000 tons of newsprint manufactured each 
year from wood pulp throughout the world, of which 5,500,000 tons 
are manufactured in Canada. I have been in many parts of the world 
and I am aware of the acute shortage of newsprint, as most of you are. 
For instance, in the case of India the per capita consumption of all 
paper in India is only about 1 pound per person, in comparison, I 
think, to 75 pounds per capita of newsprint alone in the United 
States. 

If a country like India could get a ready supply of newsprint, it 
would certainly be a wonderful shot in the arm to a country like 
India; that is, if bagasse could be used in the manufacture of news- 
print. Isubmit, therefore, that your report is all the more remarkable 
and helpful. 

I would like to ask any officials who may be here from the NPA the 
following: In view of the excellent results with regard to strength 
and other characteristics obtained by the Bureau of Standards from 
its bagasse runs, do you think there would be any problems in respect 
toa commercial run ¢ 

Mr. Narwick. The question is whether begasse has strength enough ¢ 

That is, is bagasse strong enough to be used in a commercial op- 
eration, in a newsprint mill? From the figures I have seen, compared 
to standard newsprint paper, the answer would be “Yes.” 

The CuamMan. Are there any other bases, any other factors that 
prompt you to that conclusion ¢ 

Have you, for example, talked to any of the newsprint manufac- 
turers? What is their reaction to the use of bagasse in the manu- 
facture of newsprint ? 

Mr. Natrwick. I have not. talked to the newsprint manufacturers. 
I am simply stating my own opinion based on the figures that I have 
seen developed by the Bureau of Standards. 

The Cuamman. Mr. Friedman, could you answer that question? 
Have you discussed this matter with the newsprint manufacturers ¢ 

Mr. FrrepMman. Ihave not, Mr.Chairman. I might say that shortly 
after we undertook this program, at the request of the committee, a 
conference was called of all of the newsprint producers. That was 
before this project and the findings concerning bagasse material had 
been developed. 

I simply do not know what their reaction would be at this time. 

Mr. Waxpen. Do you know if any of the newsprint manufacturers 
at the present time have evinced any interest in the manufacture of 
newsprint from bagasse / 

Mr. Frrepman. In the last chapter of this report you will find a 
statement which reports a cooperative undertaking between the Ha- 
Walian Sugar Planters Association and the Crown Zellerbach Co. 
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which is one of the major newsprint producers in this country for ex- 
ploring the potentialities of bagasse in pulp manufacture. 

The Cuamman. Did you get any more specific reactions from the 
newsprint manufacturers, or was the Crown Zellerbach Co. the only 
company embraced in this inquiry ? 

Mr. McCoy. May I add that we have finished this — just re- 
cently. do not believe we have had an opportunity to take the initia- 
tive in conferring with any newsprint producers. 

The Cuarrman. When you expand on your report you may have an- 
swers for the questions we are propounding now. 

Mr. McCoy. We have not had an opportunity since the completion 
of this work to obtain the reaction of newsprint producers with re- 
spect to what is covered here. 

Mr. Wiuus. I notice, along that line, Mr. Chairman, on page 2 of the 
report a statement that in planning the program the Department, 
under the auspices of the National Production Authority, convened 
two industry meetings, one participated in by the newsprint producers 
in the United States, plus three prospective producers. And you also 
had a special meeting of the newspaper industry advisory committee. 
Then the statement is made: 

The purpose of both of these meetings was to obtain the views and judgments 
of private industry with respect to factors affecting expansion of newsprint 
production. 

So I take it that while the report frankly has just been submitted to 
me in the last 25 minutes that in your work you had the benefit of the 
judgment and the views of private industry in planning the work 
that we directed you to perform ? 

Mr. McCoy. Yes, sir, we did. We convened those two industry 
advisory committees, told them about the nature of the project and 
the study we were undertaking, and asked a number of questions with 
respect to their views on newsprint expansion. And oo tave reported 
elsewhere in here in general their reactions to the problems as they 
saw them of expanding the newsprint production in the United States. 

We particularly also brought up the subject of substitute materials, 
that is, materials other than wood pulp; they expressed some doubts 
from their own experience about the utilization of such materials. 

The CHatrman. I find this statement in your report at the top of 
page 4, and I will ask you to give us some comment on it: 

The Newspaper Industry Advisory Committee of the National Production Au- 
thority, which is made up of representative large and small newspapers from all 
sections of the United States, is of the opinion that newspaper publishers would 
provide reasonable amounts of equity capital to start new mills. While capital 
investments in other paper products are said to provide a better financial return 
than newsprint, the committee generally believes that publishers would invest 
in newsprint mills if the raw materials for newsprint production were available. 

Does that “raw material” mean other raw materials than wood? 

Mr. McCoy. I believe that the committee’s opinion there was with 
respect to any suitable raw material, particularly wood. 

The Cuarrman. In other words, in order to start a newsprint plant 
we have to be assured of a supply of wood, particularly soft ci 

In that connection, you have to make arrangements for forests or 

arts of forest preserves, as they do in Canada, where it is all crown 

ands, or you have to buy large tracts or lease large tracts in the 
United States, which is, naturally, rather costly. 


24979—52 3 
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If you can get a raw material like bagasse which does not have too 
great an economic use now except as indicated for fuel and probably 
some other purposes, you have a ready source of raw material. 

Would you say that would be sufficient to prompt private investment 
going into the manufacture of newsprint out of bagasse / 

Mr. McCoy. The newspaper publishers expressed a view that if suit- 
able raw materials were available they felt there would be an inclina- 
tion of newspaper publishers to invest in an enterprise. I cannot 
report whether they meant only wood, or included bagasse or other 
materials, but I believe that mostly they were thinking of wood, since, 
apparently, there had not been too much confidence or knowledge on 
their part about the prospects of other materials. 

Mr. Wits. Let us put it this way, they said they would be in- 
terested in expansion if suitable materials were available / 

Mr. McCoy. In adequate quantities. 

Mr. Wituts. The very conclusion of your report is that bagasse is 
suitable. 

Mr. McCoy. Yes, sir. 

The Cuamman. And bagasse is available, so there should be no 
reason why private capital should not come forward to manufacture 
newsprint of bagasse. I think that is the conclusion I was drawing. 

Mr. McCoy. We report here their views. 

I believe that one organization of newspaper publishers is now in- 
quiring among its members as to their willingness to finance purchases 
or options on suitable wood resources with the idea, perhaps, of later 
expanding that into a newsprint mill. They are interested in it. 

I believe, as they have told us, they are interested in new newsprint 
facilities, but they believe that one of the hindrances is the lack of 
available raw materials in sufficient quantities over a long period of 
time. 

The Cuatrman. The idea of making newsprint out of bagasse is an 
old idea, is it not—it is not new? 

Mr. McCoy. It is not new. It has been known for a long time that 
bagasse is a proper material for making paper, including, I assume, 
newsprint. 

The Cuatrrman. Has there ever been undertaken before a compre- 
hensive report like the one that your Department undertook ? 

Mr. Motor, Not to my knowledge. 

The CHatrman. Now having the results of this important under- 
taking showing the qualities of bagasse, its availability, its economic 
suitability to make newsprint commercially, will the Department of 
Commerce continue to render every aid and comfort and assistance 
to private capital to go into these ventures, such as giving them tech- 
nological advice that you are capable of, guiding them, and so forth? 

Mr. McCoy. We will be glad to do that, Mr. Chairman. 

Mr. Wiu1s. Along that line, may I ask this question: This research, 
vat course, as has been brought out clearly was done on a pilot-scale 

ASIs. 

On page 5 of your report you project what you think should be 
done in addition to what you have done, namely, conducting tests on a 
commercial basis in the making of the paper, and then running that 
—_ — regular newspaper printing presses to test the speed, 
and so forth. 
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-Mr. McCoy. Yes, sir. 

Mr. Wits. Those are the two things in a nutshell that you think 
would satisfy the die-hards, if I may put it that way, as to the com- 
plete adaptability of bagasse for newsprint manufacture ? 

Mr. McCoy. Yes, sir; that would carry the investigation and results 
further down the line. It is obvious there are limitations to a pilot 
operation, that you cannot be sure of all factors involved. It is the 
usual practice of industry in the development of new processes or new 
products to conduct pilot scale operations, and then from there to pro- 
ceed to establish full-scale commercial production. 

Mr. Wiuuts. The first step that you undertook, namely, the pilot 
test step, is the usual way of proceeding in a scientific way to reach 
the goal; is it not? 

Mr. McCoy. Yes, sir. 

Mr. Wiuuis. And is it not so that by and large—I do not know what 
percent, although we can estimate—perhaps 9 out of 10 successes in 
pilot tests prove themselves competent in commercial testing? But 
to have a rounded picture, to satisfy all cost elements on a commercial 
basis, you would still have to have the commercial runs. That really 
does not involve much effort or much money, does it, to perform those 
two things? 

Mr. McCoy. I would not know how to estimate how much it would 
cost, whether it would be a large amount of money or a small amount 
of money. 

Mr. Wiis. Let me put it this way: From my point of view you 
have given us a very fine report, indicating the adaptability of bagasse 
for newsprint. But still to complete the work, we all realize that 
further tests must be made on a commercial scale. That is what I 
understood your answer to the chairman to be. Now, would your 
group be willing to cooperate to complete the program ? 

Mr. McCoy. Yes, sir. Ifa private concern wishes to undertake this 
we will be glad to give them any help that we can. 

The Carman. You have an interagency advisory group under 
the sponsorship of your Department. Will you just elaborate a bit 
on that? I take it that that interagency advisory group would be 
set up to help anybody, all and sundry, who want to go into this new 
venture; is that right? 

Just elaborate on that interagency group a bit. 

Mr. McCoy. The interagency group referred to here was merely 
set up for the purpose of helping us with this particular study and 
consisted of representatives from the Department of Agriculture, the 
Mutual Security Agency 

The Cnarrman. Will that now disband? 

Mr. McCoy. No, sir; it will not disband. I believe we will find 
continued use for it as we pursue other studies mentioned here. 

The Cuamman. In other words, it is sort of an informal group now ? 

Mr. McCoy. Yes, sir. 

The Cratrman. Do you not think it is important enough to have 
this interagency group set up on a more permanent basis? 

Mr. McCoy. Yes, sir. That could be done, and probably would be 
a very desirable thing to do as we widen out in this project to the con- 
sideration of other technical and economic matters. 

The Cuamman. The answer to the question that I want to get as 
clear as I can for the public, as well as for myself, is—where do we go 
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from here? Mr. Willis has asked some very pertinent questions. I 
want to nail it down. 

You have made a comprehensive report. You point the way. 

What else can you do? What else are you qualified to do, to get a 
plentiful supply of newsprint made of bagasse, to make up for the 
shortage, to get bagasse that might be produced commercially in 
sufficient quantities at a less cost than that which prevails today with 
respect to the manufacture of newsprint made out of wood pulp? 

Where do we go from here now ¢ 

Mr. McCoy. Mr. Chairman, we have given that some thought 
ourselves. 

Now that this particular investigation has been finished, so far as 
bagasse is concerned, I propose for one thing to discuss the matter 
with industry, that is, with newsprint producers—those in business 
now as well as prospective investors in newsprint—and endeavor to 
persuade them that the results of these tests form a basis for their 
carrying this forward on a commercial scale. I cannot predict what 
the results will be but I certainly believe that we should endeavor to 
help them in any way and to encourage them to go on from here. 

The Cratrman. Are you not going to run into a certain amount of 
opposition and the desire to maintain the status quo? For example, 
if I have a plant that is geared to manufacture newsprint out of wood 

ulp, would my machinery be of such a type that I could use a different 
kind of raw material instead of using wood pulp—could I use bagasse? 

Mr. McCoy. I am not sure, Mr. Chairman, whether I can answer 
that question. Maybe the technicians can. 


STATEMENT OF LEO KUNDTZ, KINSLEY CHEMICAL CORP., 
CLEVELAND, OHIO 


The CuarMan. Will you state your name for the record? 

Mr. Kunprz. My name is Leo Kundtz, from Cleveland, Ohio, repre- 
senting the Kinsley Chemical Corp. 

The CnarrmMan. Are you in Government service ? 

Mr. Kunprz. No, sir. We are one of the companies that were in- 
vited to make this test run on bagasse. 

We worked with Dr. Skeen and the other gentlemen, the NPA, on 
this bagasse. 

Our opinion is also that bagasse can make an excellent newsprint. 
However, we doubt very much that it can compete successfully with 
newsprint today. 

Just to follow that line of thought briefly we are now in the process 
of making a study for Cuba in the use of bagasse, but mostly un- 
bleached bagasse and the use of it for such items as boxes and paper 
bags, and things like that. The results we have obtained to date have 
been very satisfying. And as far as converters in the United States 
are concerned they are interested in bagasse from that. standpoint, 
ae we come up with much higher tests than they do with ordinary 

craft. 

We are in rather an embryonic stage in it at the present time, that 
is we are using hardwood. To date we have one commercial operation 
in existence. That is up at the Richmond Pulp & Paper Co. which is 
at Sherbrook, or rather Bromtonville in Caneda. 





| 
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At the present time we are chemically preparing hardwood and 
mixing it in with soft ground wood and coming up with an excellent 
grade of newsprint. The operation has been going on for about 5 
or 4months. We now have that. 

The CuarrmMan. Excuse me, you are not answering my question. 

Mr. Kunprz. I am saying, yes, sir, in this respect 

The CHarrMan. We will give you a chance later, but I do not want 
to have this used as a forum to set forth any particular method of any 
particular firm or anything like that. 

I asked a question that I thought you could answer, whether or not 
present machinery used for the manufacture of newsprint, where they 
now use wood pulp, can also be used for manufacturing newsprint out 
of bagasse. That is a specific question. 

Mr. Kunoprz. I am sorry. I thought the question was, Where do 
we go from here, and what is the answer for this country ¢ 

The Cnatmman. That is all right. 

Mr. McCoy. Mr. Friedman might have an answer to that. 

Mr. FriepMan. As newsprint mills are presently established, the 
major share of the pulp is made from ground wood. That involves 
grinding and other equipment geared to that purpose which would be 
entirely unsuitable for the processing of bagasse. 

A share of approximately one-fifth of the pulp going into news- 
print is chennieal pulp. Equipment now used for making chemical 
pulp is much more adaptable to handling bagasse, which is also a 
chemical plup. 

The answer to your question is that existing equipment would be 
more or less suitable to make part but not all of the = mix now used 
to make newsprint. 

The Cuarrman. I asked that because I mentioned the status quo 
before. If I had a mill that could manufacture newsprint and 1 would 
have to change my machinery, or a good portion of it, to manufacture 
newsprint out of another material I might be reluctant to do so. So 
I said you might meet with some opposition on the part of newsprint 
manufacturers in this attempt to use bagasse instead of wood pulp. 

Mr. Gotpsrernx. Mr. Friedman, along that line, I wonder if you or 
some one of your staff might be able to answer this, in relation to the 
question of keeping the status quo: Have there not been, as a matter of 
fact, developed myths about bagasse that have not been dispelled 
hitherto? I have in mind a paper by the Mutual Security Agency 
dated March 25, 1952, in which the following statement appears: 





Except for production of coarse products, such as wallboard or corrugating 
board, it is absolutely essential to separate the pith from the bagasse fiber if a 
high-quality product is to be produced from the fiber. This is particularly true 
if bleached pulp or paper is to be produced. 


It then goes on to say: 


In spite of the above facts, during the past few years there have been loud and 
high-sounding announcements made almost weekly of wonderful secret processes 
for production of pulp, newsprint, paperboard, dissolving pulp, and other prod- 
ucts from bagasse. 

I was wondering whether or not one of the things that might impede 
bagasse production would be myths that have grown up such as the 
necessity for removing pith which your report points out is not 
necessary. 
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Mr. FriepMan. First, a general answer to your question, and then I 
will ask Dr. Skeen to take up the specific point chick you raised. 

We have found in the course of this oaks that there existed a good 
deal of misinformation with regard to the availability of bagasse, its 
properties and its uses. 

We found that to be true, for example, in the conferences of the 
newsprint producers and newspaper sabes which we brought in. 

One of the typical beliefs among many people in the industry today 
is that bagasse is available only on a seasonal basis. In Louisiana the 
harvest is 214 to 3 months a year, and therefore, it is said, since raw 
material for newsprint must be available the year around, bagasse is 
unsuitable for newsprint use. 

The fact is, as we have brought out in this report, that with the 
proper treatment and storage techniques, which is well known and 
practiced at the present time, there is no problem about bagasse being 
available for year-round operation. 

Mr. Wituts. As a matter of fact, that has been done by the Celotex 
people for the last 25 years. 

Mr. FrrepmMan. Yes, sir. And in other parts of the world as well. 

On the specific point which you raised concerning the removal of 
pith, I would like to ask Dr. Skeen to answer that question. 

Dr. Sxren. There were two assertions that came to my attention. 
One was that in order to make a useful paper, more especially for 
newsprint, it was necessary to take out the pith so that what you had 
left was only the fiber. The fiber or mechanical cells themselves more 
closely approach that of softwood than the pith does by far. 

To throw some light on the validity of this position, we made anal- 
yses and determinations at the Bureau of Standards to ascertain the 
ratio of fiber to pith in the pulps made there to see whether there 
Was any correlation between the content of pith which survived in 
the pulp from which the papers were made, and the quality of the 
papers themselves. 

So far as I can discover there was no correlation. 

Mr. Goupsrein. In other words, the bagasse paper, which according 
to the report turns out to be the one that meets all specifications and 
is deserving of further commercial treatment, was made without 
removing the pith ? 

Dr. Skren. In the case of that particular paper, there was a ratio 
of about 2.2 to 1 of fiber to pith, which is a very low ratio of fiber. : 
There is plenty of pith there. 

The Criairman. I just want to ask one or two more questions. 

Mr. McCoy, you stated on page 5 of the report that the De- 
partment— 

Organized and dispatched a special Mutual Security Agency-Department of 
Commerce mission to study at first-hand European developments in utilizing 
hardwoods in the manufacture of newsprint, with particular emphasis upon the 
technology and economics of the newsprint industry in Italy, where most of the 
timber going into newsprint consists of hardwoods. 

Would you amplify a bit on that, please ? 

Mr. McCoy. It came to our attention, Mr. Chairman, that newsprint 
was being manufactured in Italy from hardwoods in a commercial 
operation quite successfully. So we undertook to get full information 
about that process in Italy, the raw materials they used and the cost 
factors, plus technical information. 


he 











STUDY OF MONOPOLY POWER 17 


The Mutual Security Agency at our request sent one of their tech- 
nicians over there, joined by one of our economists, and they have 
made a first-hand study of the technology and economics of Italian 
newsprint production from hardwoods. We hope to investigate the 
entire hardwoods question fully and develop further information 
about it. 

The Cuairman. Of course, that is very important. For example, 
in my own State of New York we have large supplies of hardwood that 
might be used. I do not know whether it is commercially feasible or 
not. It is worthwhile, I am sure, for the Department of Commerce and 
other agencies to go forward with that study. The Nation should have 
the benefit of it. 

Mr. McCoy. If it develops over the course of time that we can pro- 
duce newsprint economically here from hardwoods, we will have a 
very important new source of raw material for newsprint manufacture 
in this country. 

The Cuairman. That study, I imagine, is going forward also with 
reference to the deinking of paper ¢ 

Mr. McCoy. Yes, sir. We will. We have not yet, Mr. Chairman. 

There are two projects which we have been interested in. 

In one case, the sponsors plan to install new equipment in an existing 
mill and to get into production in November with a new process for 
deinking waste paper. That will be on a commercial seale, in a plant 
that is now making an inferior newsprint from waste paper. 

A newspaper publisher has been pursuing another process which 
we are following with interest. I do not know the status of his particu- 
lar project at this time. 

The Caiman. I take it that your inquiry will be continued with 
respect to the subject of Alaska ? 

Mr. McCoy. Very much so. 

The Cramaan. Which is another source of supply ? 

Mr. McCoy. Yes, sir. ; 

The CuatmrmMan. And you will render reports from time to time to 
this committee, that is, additional reports ? 

Mr. McCoy. Yes, sir, Mr. Chairman; we will. 

Mr. Friedman wanted to add to the hardwood subject. 

Mr. FrtmepMANn, On your earlier question, hardwoods are being suc- 
cessfully used on a commercial scale in two countries of the world 
today, Italy and Australia. 

Of course, the implications of that for our own country, as you point 
out, are very great. 

While we are cutting more softwood each year than we grow, the 
opposite is true of hardwoods. 

They are available in plentiful supply. 

The particular type of tree used in Italy is a poplar, which is one 
of the hardwoods which grows in abundance in New York State. 

Our study in Italy is aimed at the possible commercial applicability 
of hardwood utilization for newsprint in the United States. 

The CuarrMan. I would like to ask one question, and then the staff 
wants to ask some questions. 

What puzzles me is the following: If bagasse could be used the way 
indicated, why did not the newsprint manufacturers come forward 
and manufacture in this country newsprint out of bagasse, particularly 
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in the light of what has happened in Canada where the prices are con- 
stantly going up and where the supply is not sufficient to meet the 
demand? Why was not bagasse used heretofore in the manufacture 
of newsprint? Is it because they did not have such a report of the 
like that you have given us today and the commercial concerns did 
not know enough about it¢ What is your reason for that ? 

Mr. McCoy. Mr. Chairman, I am quite sure that the paper com- 
panies, the newsprint manufacturers, and others have investigated the 
possibilities of using bagasse over a period of years. I can only sur- 
mise that they have come to the conclusion as the result of their in- 
quiries and investigations that it did not offer the potentialities with 
respect to production that newsprint made from wood did. 

The Cuatrman. Do you think this report will change that method 
of thinking? 

Mr. McCoy. I am unable to predict whether it will or not, Mr. 
Chairman. 

The Cuarrman. What is your view on that, Mr. Friedman ? 

Mr. FrrepMan. Well, it is difficult to say, Mr. Chairman. 

Investment in a newsprint mill is not something that is undertaken 
lightly by any company. It involves tens of millions of dollars. How- 
ever, I think it is fair to say that the work done by the Bureau of 
Standards, which is objective and scientific in every respect, clears up 
many technical uncertainties which heretofore have blocked the paths 
of investment. The research that has been done and the conclusions 
which have been drawn with regard to both technological and economic 
considerations should prove useful to potential investors. 

To the extent that a sounder body of technical information on which 
to make investment plans will help the utilization of bagasse as a raw 
material, I believe that this report should further that end. 

Exactly how far the interest of private investors will go is a matter 
of conjecture. 

The CrHarrman. I liave before me this copy of the Congressional 
Record which you submitted. I, speaking as a layman and from a 
wealth of inexpertness, not knowing very much about bagasse, it 
seems to me from the texture standpoint, from the tensile strength 
standpoint, from the moisture standpoint, from the color standpoint, 
to be all right. 

What tests were made of this paper made from bagasse, just 
briefly ? 

Mr. FrrepMan. The newsprint made at the Bureau of Standards by 
each of the processes tried was then subjected to every known test for 
those qualities which affect the use of newsprint for newspaper use. 

Principally those qualities are strength, opacity, printability, and 
pliability. The latter represents the general feel of the paper to the 
hand. 

In the course of these trials, newsprint was made which was con- 
sidered satisfactory in all respects for use in printing newspapers. So 
far as I know, it is the first time that a newsprint which met every test 
has ever been made from bagasse. 

In the past those samples which have been produced have been 
deficient in one respect or another; claims had been made that those 
defects could be remedied by various adjustments, but there had been 
no actual demonstration that it could be done. 
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At the Bureau of Standards, using one of the processes tried, a 
newsprint was produced which met all of the tests in the four cate- 
gories I have mentioned. I might say that with regard to printability, 
which is an extremely important consideration for a newspaper mate- 
rial, all of the paper made at the Bureau of Standards was referred to 
the Government Printing Office for complete tests there. Our con- 
clusions are based upon the report of the Government Printing Oflice 
which is included in the document which you have before you. 

Mr. Gotpsrern. The document does contain specific figures as to the 
actual tests, the results of the test runs of various types of paper; in 
other words, it does show the tensile strength, et cetera, and this 
report is complete in all such respects ? 

Mr. Friepman. Yes. Strength is a factor in which bagasse paper 
rates considerably higher than standard newsprint. I might say that 
in some respects It is unnecessarily higher. It is an advantage which 
serves ho economic purpose. 

The CHarrMan. fell us some more about the tests as to this Con- 
gressional Record that you printed. Did you present it to the news- 
paper manufacturers and ask their opinion of it? 

Mr. Frrepman. This sample issue of the Record was run just a few 
days ago. This is the first time it has been released. 

The Cuarrman. Did you call any newspapermen in to examine the 
paper ¢ 

Mr. FriepMAn. No; we have not done so as yet. 

Mr. Waxpen. Did you not have some newspapermen in on the ex- 
periment ¢ 

Mr. FrinpMan. Not that. 

Mr. Waupen. Would you explain what part the newspapermen 
played ¢ 

Mr. FriepMan. There were certain physical qualities of the paper 
made at the Bureau of Standards which could be tested scientifically. 
That is particularly true of opacity, strength, and to some extent 
printability. 

The question of the feel of paper, its pliability, its softness, its flex- 
ibility, et cetera, is not susceptible of complete scientific testing. To 
a very large extent it involves a subjective judgment on the part of 
the people who buy newsprint. In order to determine whether the 
paper made was suitable in that regard, therefore, we brought to- 
gether a panel of the newsprint executives of 10 newspapers or news- 
paper publishing organizations, representing large as well as smail 
newsprint buyers. The panel included representatives of the Hearst 
newspapers, the New York Herald Tribune, the Baltimore Sun, the 
Louisville Courier-Journal, and a number of others which we have 
listed in this report. 

The CyHarrman. Was there anybody from the New York News 
there ¢ 

Mr. Frrepman. I do not believe so. 

The Cuatrman. The Patterson-McCormick paper / 

Mr. Friepman. A representative of the Washington Times-Herald 
was present. 

We gave that group a “blindfold” or “feel” test. 

The Cuairman. A blindfold test ? 

Mr. Frrepman. It was not literally a blindfold test, but of that 
general nature. 
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We gave each of them a group of 20 samples of paper, 10 of stand- 
ard newsprints of various kinds taken from the pressrooms of the 
Washington Post, the New York Times, and a number of others, and 
10 consisting of samples of paper made at the Bureau of Standards. 
The samples were mixed, and were not specifically identified. 

We asked each of the participants in that panel to rate the samples 
of newsprint as “acceptable,” “marginal,” or “unacceptable.” 

We asked them to rate those papers similarly with regard to opacity. 

We had a scientific control as to opacity against which to compare 
the subjective ratings for opacity. Therefore, we had a correspond- 
ing check on the validity of the subjective judgments of these news- 
paper experts concerning pliability. On the basis of the scoring that 
was made by this group we rated the various samples of bagasse 
hewsprint. 

For one of the newsprint samples the figures showed that four out of 
five of the ballots cast—and this is a blindfold test—indicated that the 
newsprint was acceptable from the standpoint of pliability. 

For another, two out of three of the votes cast: for another, one 
out of two. 

It is difficult to draw the line at any point and say that at that 
point the newsprint is considered acceptable by newsprint con- 
sumers, but our feeling generally has been that if a majority of the 
people who buy newsprint feel that the paper is satisfactory from 
the standpoint of pliability, we must accept their judgment. 

Mr. Wiuuts. In the course of those tests, did some of the people 
on the panel choose the bagasse paper in preference to the regular 
standard newsprint they had available? 

Mr. FriepMan. With regard to pliability? 

Mr. Wituts. Yes. 

Mr. Frrepman. No. None of the bagasse newsprint rated quite as 
high as the standard newsprint paper. In about 95 percent of the 
ballots, samples of newsprint actually being used by various news- 
papers were rated as acceptable. 

For bagasse newsprint papers, the next nearest “grade,” so to speak, 
was 80 percent; that is, in the case of one of the samples of bagasse 
newsprint, 80 percent of the votes cast rated it as acceptable for news- 
paper use, 

The next highest score was 65 percent. 

Our feeling generally is that if a majority of the newsprint buyers 
rate a newsprint as satisfactory from the standpoint of pliability it 
certainly cannot be disqualified as being unpliable for newspaper use. 

Mr. Wavpen. I would like to ask a few questions, Mr. Friedman. 

Would you explain to the subcommittee the conditions under which 
these tests were conducted for each of these several processes that you 
tested ? 

Mr. Frrepman. Yes. The first principle on which we operated in 
accordance with the request and our understanding of the wishes of 
the subcommittee was that we were not setting out to develop a new 
process for making newsprint from bagasse. We were to take exist- 
ing processes and determine insofar as possible, once and for all, 
whether a satisfactory newsprint could be made by any or all of those 
existing processes. 
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We therefore invited proprietors or patentees owning various proc- 
esses to participate in the series of trials which we ran at the Bureau 
of Standards. : 

The conditions were that, first, all the details of any process were 
to be disclosed in full and without reservation, so that a complete test 
could be made by the Bureau of Standards. 

Secondly, that we would hold in confidence any secret aspects of 
those processes in fair protection to the participants. 

Third, all of the work, all of the conduct of the tests, was to be in the 
hands of the personnel of the Bureau of Standards, and all of the rec- 
ords and official data were to be maintained by the Bureau of Stand- 
ards. 

Finally, that all results, interpretations, and conclusions were to be 
submitted to the subcommittee for such use, including publication, as 
it saw fit. 

These were public tests being conducted at public expense in a pub- 
lic agency, and to carry out the intent of the program the subcommit- 
tee determined that all data would be released for public use. 

Mr. Wavpen. How many of these processes did you test 

Mr. Friepman. There were four proprietary processes which are 
detailed in the report. In addition, we ran three control processes, 
using standard procedures. 

Mr. Wavpen. The bagasse process which you tested that proved 
successful produced newsprint with no other pulp product used in it? 

Mr. Friepman. That is correct. 

Mr. Wapen. It was 100 percent bagasse / 

Mr. Frirpman. Each of the four processes involved the use of 
whole bagasse as a raw material. No other source of fiber was used 
in any of the proprietary processes. 

Mr. Watpen. Would it be possible to utilize the’ 100 percent bagasse 
in conjunction with either chemical or ground wood pulp in the man- 
ufacture of newsprint ¢ 

Mr. Frrepman. Will you repeat that question / 

Mr. Watpen. Would it be possible to use the 100 percent bagasse 
pulp together with ground wood or chemical pulp in the manufacture 
of newsprint / 

Mr. FriepmMan. Yes. 

Mr. Wapen. It would be possible / 

Mr. Frrepman. Yes. Bagasse pulp is a chemical pulp. One of its 
uses is certainly in the chemical portion, that 15-to-20-per-cent por- 
tion, which goes into standard newsprint. 

Mr. Waxpen. So that in areas in which there would not be enough 
bagasse to account for 100 percent of the supply of newsprint, you 
could mix some of the wood pulp with the bagasse to form a suitable 
newsprint product ? 

Mr. Frrepman. Certainly. 

Mr. Watpen. From the 100 percent bagasse paper that you pro- 
duced can you produce other pulp products from it? IT mean, can 
you produce chemical pulp—do your tests show that ? 

Mr. FrrepMan. For other paper uses ¢ 

Mr. Wapen. Yes, for other paper uses, or for other pulp uses, 
perhaps, such as explosives or other uses of pulps? 
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Mr. Frrepman. We made no tests concerning the use of bagasse for 
«lissolving pulp. I think there can be little question that the bagasse 
material is suitable for the production of other papers than newsprint. 
In many respects it is a higher grade paper than normally goes into 
newsprint and it is suitable for the production of high-grade papers. 

Mr. Waxpen. It could be used for book paper or rotogravure paper 
or other types of paper ? 

Mr. FrrepMan. Tes 

Mr. Wavpen. Will you turn to page 47 of your report? You have 
already discussed the factors of strength, opacity, and pliability to a 
great degree for the benefit of the subcommittee, but you have not 
dwelled on the subject of costs. “I note from what you have sub- 
mitted on page 47, showing your experiments as to the cost of ba- 
gasse newsprint, compared to the cost of standard newsprint, that 
insofar as these figures are concerned the bagasse newsprint is some- 
what lower than the standard newsprint. 

Will you explain the extent to which this table reflects the costs of 
making newsprint from bagasse and the accuracy of my conclusion 
that bagasse newsprint can be manufactured for less than standard 
newsprint ¢ 

Mr. FriepMan. Our objective, as requested by the subcommittee, 
was to provide some indication of the comparison between the costs 
for newsprint made from bagasse and those made as standard news- 
print. What we tried to do was to provide an approximation of those 
comparative costs. 

We felt that it was hopeless to try to attempt precision in a field 
of this kind. We therefore selected what we regarded as the major 
variable costs between the two products. We did not attempt to come 
to a conclusion as to how much it would cost to make a ton of news- 
print from bagasse, but we did attempt to compare elements of cost 
for bagasse newsprint and standard newsprint. 

The principal elements in which variations would exist are raw 
material—that is, the fiber—power, steam, and chemicals. 

In general, our feeling was that, subject to the qualification as to 
speed at which bagasse newsprint could be commercially made, sub- 
ject to that qualification the cost of processing, a newsprint from the 
pulp would be approximately the same for standard and bagasse 
newsprint, except with respect to additional “furnish” materials that 
would be necessary in the case of bagasse. 

We therefore equated those processive costs, and used the addi- 
tional chemical costs for bagasse newsprint as one of the variables. 
Based on our own pilot experience at the Bureau of Standards, we 
had complete data concerning chemical consumption in making news- 
print from bagasse. We were, therefore, able to translate that con- 
sumption into chemical costs based on current prices for those various 
chemicals. 

For some of the variable costs standard newsprint is higher and 
for others bagasse newsprint is higher. 

The standard newsprint requires a considerable amount of power 
for grinding of wood. That power requirement does not exist in the 
case of bagasse. 

On the other hand, bagasse is a chemical pulp and requires sub- 
stantial amounts of chemicals which are not necessary for making the 
standard newsprint. 
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While the sum of these variables as shown in this table indicate 

a somewhat lower figure for bagasse newsprint than for standard news- 
rint, we feel that there is no particular significance attached to that 
ifference. 

Our intention was to determine whether bagasse newsprint costs 
were approximately in line with standard newsprint costs. We felt 
that, based on the data in the table and the additional considerations 
which are mentioned following the table, it is reasonable to draw the 
conclusion that bagasse newsprint costs by the process used in calcu- 
lating these figures would be in line with production costs for stand- 
ard newsprint at the present time. 

Mr. Wa.pen. I would like to return once more to the things that 
were not covered in this report ; specifically, the commercial tests. The 
chairman posed a question which Mr. Natwick answered previously, 
and if my summary of this is not correct, I would like to stand cor- 
rected. The question and the answer were as follows: Assuming the 
scientific validity and the results shown by the tests and the reports 
here of the Department of Commerce with regard to strength, opacity, 
and the other factors in bagasse newsprint, there would be no prob- 
lems presented in running a commercial run of this type of paper with 
regular commercial equipment. Is that a correct summary of your 
testimony ? 

sey Natwick. I was speaking of strength only as indicated in the 
table. 

Mr. WapeNn. Insofar as the strength is indicated by these tests? 

Mr. Narwicx. It should be possible to run on a high-speed machine. 

Mr. WaLveN. Without any problem? 

Mr. Natwick. Yes. 

Mr. Wiiuts. However, there still may be an element of doubt in 
the minds of those who ultimately would undertake to develop this 
industry in constructing a newsprint mill and putting out the money. 
It is a very appropriate suggestion that some commercial or addi- 
tional tests in the shape of commercial runs must be made. Here is 
a practical situation. 

We are going to enter into what we call the grinding season in 
Louisiana in mid-October. That season will last about 214 months. 

Presently as was brought out bagasse will be used for fuel to run 
the sugar mills, unless we know that these commercial runs will be 
made, and unless we know about how much bagasse should be stored 
and set aside. If we do not do that during this coming season we are 
simply losing a year. 

It has been suggested that possibly this commercial run might be 
made in Lufkin, Tex., or Coosa Pines, Ala., or some other suitable 
newsprint mill location. 

Mr. McCoy said that he was going to solicit the aid of industry to 
go forward in giving us that last step. 

It would be my understanding after talking with some of you people 
that it would not take a very great quantity of bagasse, nor would 
it take a great deal of money to have those runs made. 

I would like, Mr. Chairman, to ask the gentlemen here if they would 
not give us an idea of how much bagasse would be needed for the 
commercial run and about how much money would be involved, so 
that. in my report to Louisiana as to what to do next, I can give them 
some information. 
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And assuming that private industry might be indifferent, the next 
question is, Should it be the obligation of this committee to determine 
what they can do to complete this program during these coming 
months ¢ 

The Cuatrman. I think your ideas are very cogent and very sound. 
Is there any objection which you can see which would prevent the 
Department of Commerce and the other allied agencies associated 
with you from giving us some further report in that regard along the 
lines suggested by the gentleman from Louisiana / 

Mr. McCoy. Your question had to do'with the costs involved and 
the amount of bagasse that would be required / 

Mr. Wi.uts. That is right. It would have to be an estimate, but I 
do not suppose that there would be great variance of opinions on that. 

Mr. McCoy. We will try to get those estimates for you as soon as 
we Can. 

Mr. Wits. Do you not think you should have them promptly / 

Mr. McCoy. We will try to, certainly. 

The CHarrMan. It may not be necessary to summon this full com- 
mittee on that. They can simply make their report to us. I want 
to say at this juncture that it has been rather difficult to get the 
members of the committee together at this time because a number of 
the members of the committee are engaged in campaigning for their 
reelection. So therefore I do not think it will be necessary to have 
the subcommittee get together formally, but your Department can 
submit that data which I think would be extremely helpful to the 
subcommittee’s staff. 

In that connection I also want to state that it is not the purpose 
of the chairman to forestall at this meeting anyone from speaking 
his views or giving us his observations concerning this momentous 
subject or to cut off anybody from offering anything that would be of 
help to the committee. 

As I indicated we cannot hold protracted hearings now, and we 
may have to close these hearings shortly, but the record will be open 
for anyone who may wish to express his views and give us the benefit 
of his counsel and advice. So that statements may be submitted to 
the staff, and they will be incorporated into the record. 

Do I understand, Mr. McCoy, that a number of processes were 
gone into? Among them was the De La Roza Corp. process, the 
Valite Corp. process, and the process of Mr. H. L. Horn, of New 
York, and the Kinsley process. Were those the four that were used ¢ 

Mr. McCoy. Yes, sir. 

The CuarrMan. The Chair wants to offer his gratitude to the repre- 
sentatives from those companies for their willingness to come forward 
and to cooperate with the Department of Commerce and the other 
agencies in connection with this program. 

Will you come forward and give your name for the record 4 


STATEMENT OF W. J. AMOWS, VALITE CORP. 


Mr. Amows. My name is W. J. Amows, and I am a representative 
of the Valite Corp. 

The Cuamman. Will you be brief, and then you can supplement 
your statement with a written statement. 
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Mr. Amows. I first want to compliment the Department of Com- 
merce and the Bureau of Standards for their thoroughness in making 
this test. 

I think that it establishes, insofar as bagasse is concerned, that 
paper of varying degrees of quality may be made, but in general all 
of it made from whole bagasse is a distinct contribution to the future 
supply of paper in our country for various purposes. 

I do think, however, as one of the participants, that this test, so 
far as it has gone, is somewhat inconclusive, and without going into 
any details, but just briefly stating the basic reasons for the con- 
ditions under which the tests were made, they were, perhaps, not 
entirely adaptable to each one of these processes. I only know about 
my own. I believe that the cbjectives of this committee and of the 
people who ran the tests, in considering what may be the thing to 
do in the future, might be well served if the various representatives 
of the processes, both public and private, were invited to sit down 
and discuss this report which I, at least, just had put in my hand 
when I came in here, and offer to the committee, as we have our 
processes, our suggestions as to what might be done to further the 
economic development of paper from this material. 

The Carman. I am sure that Mr. MeCoy and Mr. Friedman and 
the others will welcome any contribution that you would care to 
make with reference to the process for making newsprint out of ba- 
gasse. I might say to Mr. McCoy that I hope that you do invite 
these gentlemen. Yours was the Valite process, sir? 

Mr. Amows. Yes, sir. 

The Cuarrman. I am sure that they will be glad to receive your 
advice and counsel. 

Mr. McCoy. We will be very glad to have it. 

Mr. Waupen. I would like to ask the representatives of the National 
Production Authority who are here—perhaps Mr. Tracy can answer 
this as well as anybody else. The newsprint expansion goal as sub- 
mitted in this report and as indicated at the executive session of this 
subcommittee held earlier this vear was 494,000 tons of which, as I 
understand it, 375,000 tons have been applied for, leaving 119,000 tons 
left for which no applications for amortization and expansion have 
been made. 

Mr. Tracy. That is correct. 

Mr. Wavpen. What would the position of the National Production 
Authority be if 2 mills came in each for 100,000 tons or more in which 
case the expansion goal of the National Production Authority as laid 
out would be oversubscribed ¢ 

Mr. Tracy. Well, I possibly should not speak for the Pulp Paper 
and Paperboard Division at this time. I am no longer with that 
Division. I think I would be properly stating their position that if 
applications for certificates of necessity in quantities above the present 
goal were received there would certainly be considered whether the 
goal should be expanded or not. 

Mr. Wa.pen. I feel that the subcommittee would like to understand 
that no new producer would be turned down merely because of the 
fact that the present expansion goal had been satisfied. 

Mr. Tracy. They certainly would not be turned down without 
serious consideration. 
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Mr. Wapen. I would like to call your attention to the fact that in 
the last report the subcommittee recommended that the expansion 
oal be enlarged. I wonder if the National Production Authority 
as given any consideration to doing that ¢ 
r. Tracy. The Pulp Paper and Paperboard Division did consider 
that and felt that a decision on that would more properly be deferred, 
until there was some indication that the existing goal would be filled. 
The National Production Authority will conalies an expansion at a 
time when it seems that a possibility exists that further newsprint pro- 
duction can be covered by applications for certificates of necessity. 

Mr. Wa.pen. Do you think it might be advisable to consider it now 
before the possibility might arise ? 

Mr. Tracy. My personal judgment is that this would not be the 
best time. 

Do you want to supplement that ? 

Mr. Natwick. I think that is my opinion. 

Mr. Waupen. Despite the newsprint shortage, despite the fact that 
one good-sized mill would more than subscribe to the present quota, 
it would not be advisable to enlarge the goal at the present time ? 

Mr. Natwick. The present 119,000 tons is a little more than big mills 
make. What I mean, the ordinary unit that is constructed today does 
not make that amount. It is our feeling that with 1 mill to come in 
we certainly would consider further expansion in the goal. 

The Cuairman. Mr. McCoy and Mr. Friedman, I am sure I express 
the views of my colleagues on the subcommittee when I say that we 
are most gratified by the presentation and the report which you have 
made here today. The subcommittee wishes to commend both of you 
not only for the work that you have done in the preparation of this 
report, but for your able testimony here this afternoon before us in 
explaining this. 

t is evident that the experiments conducted under your auspices 
have been carried on in a scientific manner and that the results have 
been reported fairly and objectively. You have made conclusions 
which could be legitimately drawn from your studies, but further you 
have freely indicated those areas where further information is neces- 
sary in order to have a complete picture. 

I understand you are going to continue your studies, so that we will 
have a complete picture. 

The Department of Commerce has been working in the exciting 
world of tomorrow. New processes, new techniques, new materials— 
these are the horizons of industrial progress. The Department of 
Commerce has been engaged in industrial pioneering and, to that 
extent, has been required to possess the courage, the ingenuity, and the 
skill of all pioneers. And this has been done under the auspices of the 
good Secretary of Commerce, Mr. Sawyer. 

Its successful ventures in this field, as revealed by its record, by this 
report, will have wide repercussions, not only in the United States, but 
in many underdeveloped areas of the world where the emergence of a 
thriving newsprint industry utilizing bagasse will have an important 
significance. The successful development of new processes for news- 
print manufacture will also do much to restore active competition to 
an area of the economy where it is sorely needed. 
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If we in the United States must rely to an extent of over 90 percent 
for our supply of newsprint from sources which are in Canada, and 
when you have as was developed in this inquiry situations where there 
is a constant increase in the selling price of that newsprint, sometimes 
in my estimation on good grounds and, facetiously, sometimes on 
coffee grounds, then it is time for us to call a halt and look around 
to see whether we cannot get other sources of supply. It may be that 
bagasse is a ready means of supply. I hope it will be. 

And the Department is to Sinibiaelisted on taking this forward 
step to see whether or not bagasse can be used as a readily available 
source of supply for the manufacture of newsprints. 

In conclusion, on behalf of the subcommittee, I want to thank and 
commend all those private persons and companies that have fully dis- 
closed their processes to the Department of Simenaven for the purposes 
of its experiments and tests on bagasse. It is, in the final analysis, 
these enterprising individuals and concerns to whom we are indebted 
for the complete success of this venture. 

I wish to thank those companies whose processes were used, namely, 
the De La Roza Corp. of New York, the Valite Corp. of New Orleans, 
Mr. H. L. Horn of New York, and the Kinsley Chantel Corp. of 
Cleveland, Ohio. And I want to offer my personal congratulations to 
Mr. De La Roza who has devoted his entire life to the commercial 
development of pulp and paper products from bagasse and, despite 
numerous entadian, 1as remained steadfast and firm in his determina- 
tion to prove the merits of his discoveries to skeptical eyes. This is 
the type of courage, initiative, and ingenuity which remains the very 
basis of our free-enterprise system today. 

Unless there are some questions on behalf of the staff or the members 
of the subcommittee, I will order these hearings suspended at this time. 

Whereupon, at 4 p. m., the subcommittee adjourned.) 


x 








